Evolution of Management 


* MANAGEMENT IN ANCIENT CIVILIZATION 


* 1880-1930 
* CLASSICAL MANAGEMENT SCHOOL 


* 1920-1950 
* NEO CLASSICAL MANAGEMENT SCHOOL 


* FROM 1950 
* MODERN MANAGEMENT SCHOOL 


Management in the ancient civilization 
seven Wonders of the Ancient World 


The Great Hanging Coloso de Lighthouse of The Temple... Statue of Z... Mausoleum at 


Pyramid of Gardens of Rodas Alexandria Artemis at Olympia Halicarnassus 
Giza Babylon 


The size and complexity of these structures suggest that there must have been people 
(managers) who coordinated the labor and resources during their construction. 


Similarly, the Romans and the ancient Chinese could not have managed their vast 
empires without management, nor could the Phoenicians and the Greeks have 
dominated oceangoing trade without management. 


Evolution of Management 


EVOLUTION OF MANAGEMENT THOUGHT 


Evolution of Management 


Despite its ancient roots, modern management is less than 150 years old. 


A comparison of management before and after the Industrial Revolution shows that the 
former is only a shadow of the latter. 


Prior to the Industrial Revolution, work was performed, mostly in the home and on 
farms by forced labor or family members, and the output was often for employers’, 
local, or family consumption. 


The revolutions in how and where goods were sold and the Industrial Revolution led to 
the selling of a wider variety of goods to a wider variety of customers in more distant 
locations. This led to the establishment of vast companies. 


Classical Management Theory 


¢ Classical management theory is a branch of management theory which evolved 
around the 19th century. 


¢ It was developed during the industrial revolution when problems related to factory 
systems began, to recognize the role that management plays in an organization 
particularly focusing on the efficiency of the work process. 


¢ Classical approach of management professes the body of management thought 
based on the belief that employees have only economical and physical needs. 


¢ It does not take into account social needs or job satisfaction, but instead advocates a 
specialization of labor, centralized leadership and decision-making, and profit 
maximization 


Classical Management Theory 


¢ There are three main branches within the classical management approach: 
¢ Scientific management (Taylorism) 
¢ Administrative principles (Fayolism) 
¢ Bureaucratic organisation 
¢ Common assumptions: 
¢ Employees in the workplace act in a rational manner 


¢ Employees are primarily driven by economic concerns. 


Contributors — Classical management theory 


WEBER TAYLOR FAYO 


Scientific Management Theory 


elt was proposed by Frederick Winslow Taylor in 1911. Therefore this theory is 
commonly referred to as Taylorism. 


e Taylor was working as a laborer and machinist at a steel company when he first 
proposed this theory. 


elt mainly focuses on the problems of industrialists and strives to maximize the 
productivity on the whole by increasing the productivity of individual. 


Scientific Management Theory 


It focused on_ increasing — individual 
efficiency by training workers, dividing the 
tasks between management and workers 
and eliminating unnecessary movements 
in the workplace 


Lhe Principles of 
Sctentific Management 


BY 
FREDERICK WINSLOW TAYLOR, M.E., Sc.D. 
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Taylor: The art and 
science of shoveling 
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https://en.wikipedia.org/wiki/Scientific_management 


Scientific Management Theory 

Fundamental principles: 

e Replacing rules of thumb with science (organized knowledge). 

e Obtaining harmony, rather than discord, in group action 

e Achieving cooperation of human beings, rather than chaotic individualism 
e Working for maximum output, rather than restricted output 


e Developing all workers to the fullest extent possible for their own and their 
company’s highest prosperity 
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Taylor’s Principles 

e Analyse the problem (JOB) and find the best way to do the job 

¢ Division of labour among the labours in the production floor 

¢ Presence of supervisors to monitor the production efficiency of the floor 
¢ Workers are selected based on their skills to perform a job 


¢ Workers should be given training to improve their efficiency to do a particular job 
according to their position in the chain 


¢ The working conditions and tools are improved to maximum productivity while 
decreasing the cost of production 


¢ The workers are paid according to their productivity and incentives are given to 
motivate them 
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Advantages of Taylorism 


¢ Improves economic efficiency of the company 

¢ Increase labour productivity 

¢ Assigning workers to positions based on their skill 
¢ Division of jobs between managers and workers 


¢ Incentives given to increase the productivity of labours 


¢ Only one right method to do things 
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Criticism against Taylorism 


¢ Though it promotes individual productivity, it doesn’t develop a sense of 
responsibility in an individual for what he/she does and does not push 
decision making through all levels of the organization 


¢ Front line workers need to be flexible. Rapidly-changing, rigid, rules- 
driven production floor may struggle to adjust to this system 


¢ It focuses too much on the mechanics of the production line and fails to 
value humans involved in it 
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Bureaucratic Management 


e According to Weber, bureaucracy is the most efficient form of 
organisation. 


e The organization has well defined line of authority and clear 
rules and regulations which are strictly followed. 


e Theory mainly focuses on organizational structure. 


e He focused on hierarchy and authority-control strict lines in 1864-1920 
: : : P F Son of 
structuring the organization into a hierarchy. MaxWeberSe liberal politi¢ian 
Helen Weber — Orthodox Calvinist 
eln bureaucratic management, each group of employees 


(presidents, vice presidents, managers, assistant managers, 
supervisors) has to report to a higher authority that ultimately 
reaches to the CEO or president of the organization 
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Characteristics of Weber’s Ideal Bureaucracy 
e Division of labor based on functional specialization 
e Well-defined hierarchy of authority 
e A system of rules concerning the rights and duties of positions 
e A system of procedures for dealing with work situations 
e Lack of interpersonal relations 


e Selection and promotion of employees based on technical competence 
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Criticism against Bureaucratic Management 


1. 


4. 


Ideal type bureaucracy is not found in reality: An ideal fully developed 
bureaucracy is not found in reality. 


. Anti-democratic: Weber observed possible ill effects of a bureaucratic system while 


functioning in a democratic order. He noted permanent officials may be inclined to 
misuse their authority 


Too rigid to change: The Weberian model can best function in a stable environment 
with routine and repetitive tasks. Its capacity for adaptation to change is limited. 
This model is dysfunctional in terms of development and jobs involving creativity 


Ignores informal relationship 
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Administrative Management Theory 


¢ The first expert of Administrative Management Theory was Henri Fayol 


¢ Fayol is called the "Father of Modern Management" 


¢ Henri Fayol was a French industrialist and a management consultant 


¢ Proposed 


¢ Six categories of industrial activities 


Henri Fayol 


¢ Fourteen principles of management 1841-1925 


Mining Engineer 
Trainee Manager 
Mine Manager 
Managing Director 
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Administrative Management Theory 


Fayol divided industrial activities into six categories: 
1. Technical (Production, Manufacturing) 

2. Commercial (Buying, Selling, Exchange) 

3. Financial (Search for and optimum use of capital) 
4. Security (Protection of property and person) 

5. Accounting (Balance sheets, Cost statistics) 


6. Management (Planning, Organizing, Coordinating, commanding, Controlling) 
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The 14 guiding principles by H. Fayol 


_ © Authority and Responsibility 


 * Esprit de Corps/Team Spirit 
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14 Principles of Henri Fayol 


¢ Division of Labor 


e Work of all kinds must be divided & subdivided and allotted to various persons 
according to their expertise in a particular area. 


e Authority & Responsibility 
e Authority refers to the right of superiors to get exactness from their subordinates. 
e A manager may exercise formal authority and also personal power. 


e A manager must be prepared to bear responsibility to perform the work in the 
manner desired. 
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14 Principles of Henri Fayol 


¢ Unity of Command 


¢ A subordinate should receive orders and be accountable to one and only one 
boss at atime. 


¢ He should not receive instructions from more than one person 
¢ Unity of Direction 


¢ People engaged in the same kind of business or same kind of activities must have 
the same objectives in a single plan. 


¢ Without unity of direction, unity of action cannot be achieved. 
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14 Principles of Henri Fayol 
¢ Equity 
¢ Equity is a combination of fairness, kindness & justice. 


¢ The employees should be treated with kindness & equity if devotion is expected 
of them. 


°e Order 


¢ This principle is concerned with proper & systematic arrangement of things and 
people. 


e Arrangement of things is called material order and placement of people is called 
social order. 
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14 Principles of Henri Fayol 


° Discipline 


¢ Discipline means sincerity, obedience, respecting authority & observance of 
rules and regulations of the enterprise. 


¢ Subordinate should respect their superiors and obey their order. 
° Initiative 
¢ Initiative means eagerness to initiate actions without being asked to do so. 


¢ Management should provide opportunity to its employees to suggest ideas, 
experiences & new method of work. 
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14 Principles of Henri Fayol 


¢ Remuneration 


¢ Remuneration to be paid to the workers should be fair, reasonable, satisfactory & 
rewarding of the efforts. 


¢ It should accord satisfaction to both employer and the employees. 
¢ Stability of Tenure 


¢ Employees should not be moved frequently from one job position to another i.e. 
the period of service in a job should be fixed. 


25 


14 Principles of Henri Fayol 
¢ Scalar Chain 


¢ Scalar chain is the chain of superiors ranging from the ultimate authority to the 
lowest. 


¢ Communications should follow this chain. However, if following the chain creates 
delays, cross-communications can be allowed if agreed by all parties and superiors 
are kept informed. 


¢ Sub-ordination of Individual Interest to common goal 


¢ An organization is much bigger than the individual it constitutes, therefore 
interest of the undertaking should prevail in all circumstances. 


¢ The interests of any one employee or group of employees should not take 


precedence over the interests of the organization as a whole. a 


14 Principles of Henri Fayol 
¢ Espirit De’ Corps 


e It refers to team spirit i.e. harmony in the work groups and mutual 
understanding among the members. 


¢ Espirit De’ Corps inspires workers to work harder. 
¢ Centralization 


¢ Centralization refers to the degree to which subordinates are involved in decision 
making. Whether decision making is centralized (to management) or 
decentralized (to subordinates) is a question of proper proportion. The task is to 
find the optimum degree of centralization for each situation. 
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Criticism against Administrative Management Theory 


¢ The administrative management theory is management oriented. It does not give 
much attention to the problems of the workers. 


Some of the concepts of administrative management theory were borrowed from 
military science. For e.g. Henri Fayol gave importance to “commanding” and not 
“directing” the workers. 


¢ The administrative management theory has a mechanical approach. It does not deal 
with some of the important aspects of management such as motivation, 
communication and leading. 
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Case Study 


Ramani opens an apparel showroom in Mukkam after completing a course in fashion 
design. She employs seven people in her showroom. For greater productivity, she 
divides the work into small tasks and each employee is trained to perform his/her 
specialised job. The sales persons are allowed to close a deal with a buyer by giving a 
maximum discount of 10%, whereas the decision to give any further discount rests 
with Ramani as the final authority. In the early days of her business, five of her 
employees were asked to put in extra hours of work. In return she had promised to 
give them a special incentive within a year. Therefore, after six months when the 
business was doing well, she awarded a cash bonus to each of these employees to 
honour her commitment. However, when it comes to settling the conflicts among her 
employees, she tends to be more biased towards her female employees. 
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Case Study 


¢ Identify and explain the various principles of management proposed by Fayol that 
are being applied by Ramani by quoting lines from the paragraph. 


¢ Identify and explain the principle of management which is being violated by Ramani 
by quoting lines from the paragraph. 


¢ State one effect of the violation of the principle of management by Ramani as 
identified in part (b) of the question. 


30 


Neo-Classical Management Theory 
¢ The classical approach did not achieve complete production efficiency and workplace 
harmony. 


¢ Managers still encountered difficulties and frustrations because people did not 


always follow predicted or rational patterns of behavior. 


¢ Thus, there was increased interest in helping managers deal more effectively with the 


‘people side’ of their organization. 


¢ The neo-classical theory reflects a modification over classical theories. 
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Neo-Classical Management Theory 


¢ The neo-classical approach recognizes the importance of psychological and social 
aspects of the workers as an individual and his/her relations within and among 
groups and the organization. 


¢ It gained importance after the World War |, particularly in the wake of the 
“Hawthorne experiments” at Western Electric Company by Elton Mayo during 1924 to 
1932. 


¢ Elton Mayo is generally recognized as the father of the Human Relations Movement. 
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Hawthorne Experiment 


e A famous series of studies of human behaviour in 
work situations were conducted at the Western 
Electric Company from 1924 to 1933 


¢ In 1927 a group of researchers led by Elton Mayo and 
Fritz J. Roethlisberger and Dickson at the Harvard 
Business School were invited to join at Western 
Electric’s Hawthorne plant near Chicago 


7 The studies began aS an attempt to investigate the Relay Assembly Task. Photograph taken in 1925. Photographer 
unknown. Credit: Charles D. Wrege Collection, History of 


relationship between the level of lighting in the Management Photographs, Kheel Center, Cornell University. 
workplace and the productivity of workers 
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Hawthorne Experiment 


Any company controlling many thousand workers...tends...to lack any satisfactory 
criterion of the actual value of its methods of dealing with people. 


— Elton Mayo, Professor of Industrial Management, Harvard Business School, 1933 
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Hawthorne Experiment 
¢ The Hawthorne experiment consisted of four parts. These parts are briefly 
described below:- 
¢ Illumination Experiment. 
¢ Relay Assembly Test Room Experiment. 
¢ Interviewing Programme. 


¢ Bank Wiring Test Room Experiment. 


https://www.library.hbs.edu/hc/hawthorne/anewvision.html#e 
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Hawthorne Experiment 


Illumination Experiment 


To determine the effects of lighting on worker efficiency in 
three separate manufacturing departments. 


The study revealed no. significant correlation between 
productivity and light levels. 


Improved lighting conditions increased productivity 
But productivity continued to increase with worse lighting 


Not able to maintain relationship between illumination and 
productivity. 


The results prompted researchers to investigate other factors 
affecting worker output. 


Coil Winding Department. Photograph taken in 1925. Photographer unknown. 
Credit: Charles D. Wrege Collection, History of Management Photographs, Kheel 
Center, Cornell University. 
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Hawthorne Experiment 
Relay Assembly Test Room Experiment 


¢ In a separate test room, an operator prepared parts for five 
women to assemble. 


¢ The women dropped the completed relays into a chute where 
a recording device punched a hole in a continuously moving 
paper tape. 


E Type Relay. Photograph taken in 1925. Photographer unknown. 
Credit: Charles D. Wrege Collection, History of Management 
Photographs, Kheel Center, Cornell University. 


Relay Assembly Task. Photograph taken in 1925. Photographer 
unknown. Credit: Charles D. Wrege Collection, History of 
Management Photographs, Kheel Center, Cornell University. 
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Hawthorne Experiment 


Relay Assembly Test Room Experiment 


In a separate test room, an operator prepared parts for five 
women to assemble. 


The women dropped the completed relays into a chute where 
a recording device punched a hole in a continuously moving 
paper tape. 


Frequent changes were made in working conditions such as 
hours of work, lunch break, rest periods, etc. 


Relay Assembly Task. Photograph taken in 1925. Photographer 
unknown. Credit: Charles D. Wrege Collection, History of 
Management Photographs, Kheel Center, Cornell University. 
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Hawthorne Experiment 


Relay Assembly Test Room Experiment 


¢ In a separate test room, an operator prepared parts for five 
women to assemble. 


¢ The women dropped the completed relays into a chute where 
a recording device punched a hole in a continuously moving 
paper tape. 


e Frequent changes were made in working conditions such as 
hours of work, lunch break, rest periods, etc. 


‘ ; Relay Assembly Task. Photograph taken in 1925. Photographer 
. Again the results were ambiguous. Performance tended to unknown. Credit: Charles D. Wrege Collection, History of 


increase even when the improvements in working conditions — Management Photographs, Kheel Center, Cornell University. 
were withdrawn 


e It was found that socio-psychological factors exercised a 


greater influence on productivity and working conditions 
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Hawthorne Experiment 


Relay Assembly Test Room Experiment 


The studies monitoring the output of relay assembly workers, which began in 1927, 
continued until 1932, becoming the longest running Hawthorne experiments. 


The six operators studied in a separate test room were single women in their teens and 
early twenties. They came from Polish, Norwegian, and Bohemian families, whom they 
helped support. 


The women noted that the intimate atmosphere of the test room gave them a sense of 
freedom not experienced on the factory floor. They felt more at ease to talk and over 
time developed strong friendships. 


Mayo and Roethlisbergers concluded that mental attitudes, proper supervision, and 
informal social relationships experienced in a group were key to productivity and job 
satisfaction. 
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Hawthorne Experiment 
Interviewing Programme 


The researchers interviewed a large number of workers 
with regard to their opinions on work, working conditions 
and supervision. From 1928 to 1930, more than 21,000 
interviews were conducted. 


Initially, a direct approach was used whereby interviewers 
asked questions considered important by managers and 
researchers. The researchers observed that the replies of 
the workmen were guarded. 


With an indirect technique, where the interviewer simply 
listened to what the workmen had to say. Interviews grew 
from 30 minutes to 90 minutes in a process meant to 
provide an emotional release. 


The findings confirmed the importance of social factors at 
work in the total work environment. 


The Hawthorne Works of the Western Electric Company 
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Hawthorne Experiment 
Two things emerged from the initial studies: 
(1) the experimenter effect, and (2) a social effect. 


The experimenter effect was that making changes was interpreted by workers as a sign 
that management cared, and more generally, it provided some mental stimulation that 
was good for morale and productivity. 


The social effect was that it seemed that by being separated from the rest and being 
given special treatment, the observed workers developed a certain bond and 
camaraderie that also increased productivity. 


The second phase of the study, the Bank Wiring Room, was designed to study the 
social effects. 
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Hawthorne Experiment 
Bank Wiring Test Room Experiment 


The experiment was conducted by Roethlisberger and 
Dickson. The Experiment focused on social groups within a 
company and the causes which restrict output. 


The experiment was conducted to study a group of 14 male 
workers under conditions which were as close as possible to 
normal. 


A worker’s pay depended on the performance of the group 
as a whole. 


The kind of work done was assembling telephone switching 
equipment. The process was broken down into three tasks: 
wiring, soldering and inspection. 


After the experiment, the production records of this group 
were compared with their earlier production records. 
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Hawthorne Experiment 
Bank Wiring Test Room Experiment 


It was observed that the group evolved its own production 
norms for each individual worker, which was made lower 
than those set by the management. 


Because of this, workers would produce only that much, 
thereby defeating the incentive system. 


Those workers who tried to produce more than the group 
norms were isolated, harassed or punished by the group. 


Aa 


Hawthorne Experiment 

Bank Wiring Test Room Experiment 
The findings of the study were:- 

¢ Each individual was restricting output. 


i” 


e The group had its own “unofficial” standards of performance. 
¢ Individual output remained fairly constant over a period of time. 


¢ Informal groups/leaders play an important role in the working of an organization. 


Every group develops its own customs, habits and expectations for how things will be 
done. These patterns and expectations, or group norms as they're sometimes called, 


influence the ways team members communicate with each other. Norms can help or 
hinder a group in achieving its goals 


Hawthorne Experiment 


The Hawthorne studies showed that 


people’s work performance is dependent on social issues and job satisfaction, 
and that monetary incentives and good working conditions are generally less 
important in improving employee productivity than meeting individuals’ need: 
the desire to belong to a group and be included in decision making and work. 
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Human Relations Approach 
¢ Focuses on the behaviour of people in groups. 


¢ Focus on the effects of social relations, motivation and employee satisfaction on 
factory productivity. 


¢ Workers are dealt with in terms of their psychology and their fit with the company. 
¢ Theories of Elton Mayo laid the foundation. 


eThe need for reciprocal communication, in which communication is two way, from 
worker to chief executive, as well as vice versa 


eThe development of high quality leadership to communicate goals and to ensure 
effective and coherent decision making 


eThe power of natural groups, in which social aspects take precedence over 


functional organizational structures 
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Criticism against Human Relations Approach 


Lack of scientific validity 

Over-emphasis on groups 

High stress on human relations 

Limited focus on work 

High stress on socio-psychological factors 


Negative view of conflict between organisational and individual goals 
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Behavioural Movement 
e It is a mature version of human relational movement 


¢ Shows how managers should behave to motivate the employees and encourage 
them to be committed to the achievement of the organizational goals 


¢ Understanding of human behavior at work improves productivity 
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Elements of Neo-classical Theory 


Individual 


¢ Neo-classical theory recognized the individual differences which were ignored by the 
classical theory 


¢ Every individual has emotions, feelings, attitudes, hopes, aspirations and expectations 
Work group 
¢ An individual in a group develops social needs 


¢ As a worker is a social being, one develops a desire to be accepted by one’s own group 
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Elements of Neo-classical Theory 


Participative management 

¢ Participation in management for improving productivity 

Orientation 

¢ Classical - job oriented 

¢ Neo classical - employee oriented 

Motivation 

¢ Motivated by social and psychological wants and not solely by economics incentives 
Leadership 


Employee Development 
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Modern Theories 


Emphasize the use of systematic mathematical techniques in the system with 
analysis to understand the relationship between management and workers in all 


aspects. 
Modern management theories started after 1950s 


Modern view acknowledges that a worker does not work only for money. They work 
for their satisfaction and happiness with a minimum standard of living. 
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Empirical or Case Approach 


Characteristics/ Limitations lilustration 
Contributions 
EMPIRICAL OR CASE APPROACH 
Studies experience Situations are all 
through cases. Identifies different. No attempt 
successes and failures. _ to identify principles. 
Limited value for de- 
veloping management 
theory. 


Case 
situation 


Failure 


Success | 
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Managerial Roles Approach 


¢ Popularized by Henry Mintzberg of McGill University. 


Essentially, his approach is to observe what managers actually 
do and from such observations come to conclusions as to what 
managerial activities (or roles) are. 


Studied the actual work of managers—from CEOs to line 
Supervisors 


After systematically studying the activities of five CEOs in a 
variety of organizations, Mintzberg came to the conclusion that 
executives do not perform the classical managerial functions of 
planning, organizing, commanding, coordinating, and 
controlling. Instead, they engage in a variety of other activities. 
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Managerial Roles Approach 


¢ Mintzberg concluded that managers really fill a series of ten roles: 
Interpersonal roles 


1. The figurehead role (performing ceremonial and social duties as 
the organization’s representative) 


2. The leader role 


3. The liaison role (particularly with outsiders) 
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Managerial Roles Approach 


Informational roles 


4. The recipient role (receiving information about the operation of an 
enterprise) 


5. The disseminator role (passing information to subordinates) 


6. The spokesperson role (transmitting information to those outside 
the organization) 
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Managerial Roles Approach 
Decision roles 
7. The entrepreneurial role 
8. The disturbance-handler role 
9. The resource-allocator role 


10. The negotiator role (dealing with various persons and groups of 
persons) 
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Managerial Roles Approach 
Limitations 

¢ Original sample was very small. 

¢ Some activities are not managerial. 


e Many activities are evidence of planning, organizing, staffing, leading, and 
controlling. 


¢ Some important managerial activities are left out (eg: appraising managers). 
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Operational Approach 
¢ Systematic management of all processes to achieve world class performance by 
° efficient utilization of tools 
° optimization of resources 
¢ elimination of process wastes and inefficiencies 
¢ Leads to a continuous improvement and standardization in the process 
¢ Uses the least amount of resources necessary 


¢ Meets customers’ requirements to the highest standard economically viable 
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Operational Approach 


Modern operations management revolves around four theories: 
¢ Business process redesign (BPR) 
¢ Reconfigurable manufacturing systems 
° Six sigma 


¢ Lean manufacturing 
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Operational Approach 


BUSINESS PROCESS 
REDESIGN 


Formulated in 1993 

Strategy that focuses on 
analyzing and designing 
workflow and business 
processes within a Company 
Helps companies dramatically 
restructure organization by 
designing the business process 
from the ground up 


SIX SIGMA 


Focuses on quality 

Has a defined step sequence and 
financial targets, such as 
increasing profits or reducing 
costs 

Tools used within the six sigma 
process include trending charts, 
potential defect calculations and 
other ratios. 


RECONFIGURABLE 
MANUFACTURING SYSTEMS 


Production systems designed to 
incorporate accelerated change 
in structure, hardware and 
software components 

Allows systems to adjust rapidly 
to the Capacity to which they can 
continue production in response 
to market or intrinsic system 
changes 


LEAN MANUFACTURING 


Systematic method of eliminating 
waste within the manufacturing 


process. 
Sees resource use for any 
reason other than value creation 
for customers as wasteful 
Seeks to eliminate wasteful 
resource expenditures as much 
as possible. 


Cooperative social 
systems 


Basic Management Science 


and Theory Underlying the 
Management Process, or 
Operational Approach 


ontingency 
theo 
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Contingency Approach 


¢ Developed by J.W. Lorsch and P.R. Lawrence during the 1970's 


¢ To overcome the drawback of other theories which presuppose one best way to 


manage a situation 


¢ Also called situational approach 


Technology 


People Size 


Purpose Structure 


Internal Contingency Factors 


Socio-cultural Technological 
Factors Factors 
pa & Economic 
/Political F 
actors 


Factors 


External Contingency Factors pa 


Contingency Approach 
¢ Does not accept the universality of management theory 


¢ Stresses that there is no one best way of doing things 


For managerial policies and practices to be effective, they must adjust to changes in 
environment 


Diagnostic skills are improved so that one can anticipate and be ready for 
environmental changes 


Managers should have sufficient human relations skill to accommodate and stabilize 
change. 


Executives are advised to be situation oriented and not stereo-typed. So executives 
become innovative and creative. 
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Contingency Approach 


Limitations 


¢ Does not have theoretical base. 


¢ An executive is expected to know all the alternative courses of action before taking 
action in a situation which is not always feasible. 
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Mathematical or “Management Science” Approach or 
Quantitative Approach 


¢ Provide the decision makers with systematic and powerful means of analysis, based 
on quantitative data, for achieving predetermined goals. 


¢ Classification- 
¢ Statistical Techniques 


¢ Programming Techniques 
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Mathematical or “Management Science” Approach or 
Quantitative Approach 


Statistical Techniques 
¢ Methods of collecting data 
° Classification and tabulation of collected data 
¢ Probability theory and sampling analysis 
¢ Correlation and regression analysis 
¢ Time Series analysis 


¢ Interpolation and extrapolation 


Mathematical or “Management Science” Approach or 
Quantitative Approach 


Programing Techniques 
¢ Linear Programming 
¢ Decision Theory 
¢ Theory of Games 
¢ Queuing Theory 
¢ Inventory Planning 
¢ Simulation 


¢ Network analysis/PERT 
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Mathematical or “Management Science” Approach or 
Quantitative Approach 


Limitations 


¢ There are inherent limitations concerning mathematical expressions. 
¢ High costs are involved in the use of quantitative techniques. 
¢ Quantitative techniques do not take into consideration the intangible factors. 


¢ Quantitative techniques are just the tools of analysis and not the complete decision 
making process. 
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Decision Theory Approach 


Characteristics/ 
Contributions 


Focuses on the making 
of decisions, persons or 
groups making decisions, 
and the decision-making 
process. Some theorists 
use decision-making as 
a springboard to study alll 
enterprise activities. The 
boundaries of study are 
no longer clearly defined. 


Limitations Illustration 
DECISION THEORY APPROACH 
There is more to man- Process of Individual 
aging than making de- decision-making decision-making 


cisions. The focus is at 
the same time too nar- 
row and too wide. Entire area 


‘ Ta 
of business 


activity 


Nature of 
organization 
structure 


Values of 
_ decision- 
makers 


hhh 


Informationfor Group decision- 


decision making 
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System Approach 
¢ Organisation is a system consisting of 4 subsystems - 
° Task 
¢ Structure 
¢ People 
¢ Environment 
¢ Decisions are based on the subsystems 
¢ Based on the generalization that everything is interrelated and interdependent 
¢ Two types of subsystems: 
¢ Internal 


e External 
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gue ay 


System Approach 


System Approach 


Dynamic 

Adaptive 

Multilevel and multidimensional 
Managers will have good view 


Forecasts consequences and plans actions 
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System Approach 


Advantages 

Closeness to reality 

This approach can be utilized by any other approach 
Limitations 
- Complex when used in large organization 


- Increased difficulty for managers 
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